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Since 20th century, the rise of media power has become an important social 
phenomenon. But early corporate governance literature ignored the role of media 
governance. Until the last ten years, along with the hot rise of study about the 
corporate governance effect of the factors out of law system, the company governance 
role of media has gradually get scholars' attention. China, as a transition economy, has 
special media competition environment, and government has especially strong 
dominating position in social economy, so domestic media faces much stricter news 
control. Would domestic media play the role of supervision and corporate governance 
at present? Would the intervene and regulation to the media from the government 
affect the effective role of media in the corporate governance? This is the new topic 
corporate governance field should study currently. 
Using data of listed companies in Shanghai and Shenzhen stock markets from 
2004 to 2010 and from a unique perspective, the paper systematically researches the 
influence of media coverage on the financial restatement behavior of listed companies, 
and investigates the role of government intervention in its effect on media supervision. 
Here are our conclusions: (1) Not all media coverage influences the financial 
restatement behavior of listed companies, only those negative reports could limit 
financial restatement behavior effectively. By further study on different styles of 
financial restatement, we find that negative reports have more significant influence on 
financial restatement on non-technical issues and core financial indicators which have 
more serious economic consequences. When listed companies have to make financial 
restatement, media pressure will force listed companies to choose a way that 
encroaches on investors’ interests less, which also demonstrates the positive role 
media plays in corporate governance; (2) Media control from local government will 
greatly weaken the effectiveness of media supervision, that is to say, media 
supervision will be weaker in the area having higher degree of government 
intervention. This paper provides empirical support for media supervision’s effect on 
corporate governance, and expands the area of research on the influence factors of 
financial restatements; meanwhile we also provide a new path to improve the quality 
of financial report. 
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